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P.O. i3ox 11680 Hroo~c~yn, EN 11202 

****** ******** ********** ****** ***  ********  t o  ?'ontact: 
**** ****** **** ********* *** *****  
***** ******* **** ****** ********* ******one Number : 

****** ******** 
Flefer Reply .to: 
**** **** 

We have considered yaus applicc.tion 3 recognition of e~en ipt l -~ '  under 
section 501(c) (6) of  the Internal !%venue Code of 1954. 

The ev.idence presented d!sclosed ';\'at you were in corporeted ;-:: .: I ; : : .  laws 
o f  the State o f  ***** ********   ******** *  ****  Your **rpose? .:.:.!? :.. .. .;: .! te  
i n  a cmrnon organization, those * * * * * *  ************ ***  deal?.: .I t.n-;.:( ;:...,! :(a? 

the "L************** *****  ****** s pursuant .*** ********  ************* . ,  ******** 
***   * * * * * * * ************* ****. : ?ormerly ******** ********* ************* 
***  :ln the ***** . 8x0 of oxi inant  influence {A.D.I.) hs der'lrdd by 
Arbitmn, a;ld the respectiwe dealers (m.zmbess! Frar; .hise Agre;mcnt, which is 
commonly referred to as the ********* ********** *********** **** to  promote good 
fellowship, cooperation i n  mutual interests among its rr~embers, ar.9 foster in 
advsnca the trade and commerce o f  its members; to * * * * * *** ********** s 
of each mmbar under h i s  Franchise Agreement with ******** ************ ***a 
t o  pay his propartionate share of b e  local advertising i n  the ***** ***** by 
adcpting a local advertisi% budget for said area a r ~ j  placing ~tppropriate 
advertising w i t h  the tsedia; to encourage the exchange s f  ideas arnong its 
members for the cmion gosd and welfare, at\d t o  establish a central aptmy 
f o r  securing, c l a s s i f y i n g  and dissaninating to its mmbers trade, cred5.t and 
other infomtiorr essential for the purposes am9 the adequate c o ~ ~ ~ u c t  of 
their businesses, 

YWP: membership consists o f  entit ies  that ow,? arxl operate at l e a s t  one ***** 
franchise in the *****   ama o f  dmfnant inf;uence (A.D.I.) as defined by 
Arbbtron (a communications rating service). Your principal activity is 
conducting cooperative advertising campai.gns for the &.refit o f  your 
members. Your income is primarily f rom d1;es and asscsments. Your 
expenditures are almost exclusively for advertising costs. 



C .. ..: t ion  501(c) (6) of' the In te rna l  Revenue Ccrde 1954 yrovides i : ~ r  axemption 
Pic,::; i'ederal imcrme tax  o f  ba~siness  leagues, cl~aqbe-s of c.:. merce, r e a l  
e s t a t e  -.r)ards and boards of t r ~ d e ,  o r  p r o f e s ~ ~ i o n a l  '00 tbal l l e  3gues i. ru.hetl?er 
dr not ar . \  !n l r t e r i fg  a l .?nsic>i fund :'o? foo:.b711 p laye r s )  nct, o~gan.';.eci For 
prof i t  31.d no par t  of tr;? net oarnings :;f' . .~h ic t  inures  t o  the btne f i  t :'. f' ?ny 
p r i ~ b b ?  shareholder c i. 1:. d i v i a : l ~ ~ l .  

Sectior: 1; 501 ( c )  (61-1 of the Income Tax Regulat.ion:i cief' i c:;; a dusiness 
league a s  an associa t ion  of persons having some conmon t::us~i~ess i n t e r e s t ,  
tk purpose of which is to  promote such common i n t e r e s t  a n t  n o t  engage i n  a 
regular  business of a kind ordinar i ly  carried on f o r  p r o f i t .  It I s  an 
~ rgan iza t i on  of the  same general c l a s s  as  a chamber of cmnerce or boasu of 
trsde. ">is its a c t i v i t i e s  should be d i r e c t e d  t o  the improvement of 
business c u d i t i o n s  of 3ne o r  more lines of businesses as dist-ir~~~i.shert from 
ttte per fon~~ance  of  padicular s e r v i c e s  for  individual  persons. 

I n  National kf f l e r  Dealers fissociation, Inc. v. U.S., 440 U.S. 472 (1979) 
t h e  Supreins Court affi~med the S c o n d  ~yrcuit Case, holding t h a t  a trade 
associa t ion  act9ng t o  .inprove business condi t ions  f o r  a single brand o r  
product within 3 line of business does not qual i fy  fclr exernption under 
501 (c) (6). 

Rcv. Rul. 64-315, 1964-2 C.B. 147 describes an associa t iun  o f  merchants of a 
shopping center, which expended its fcrvls and engaged exclusively i n  
adver t i s ing  I n  various wwrspapers and on t e l e v i s i o n  and radio  i n  order t o  
attract custonlers t o  the  shopping center .  This advertising contained t h e  
names a? mmbes merchants and their merchandise. The, o r g a n i z ~ t i o n  did mt 
qualify fo r  exemption because its a c t i v i t y  cons t i tu ted  tha perforn:aslce of 
particular services f o r  members rather t h a n  an actf*;ity direc ted  t o  the 
improverent o f  business cond i t i cns  generally. 

. In Rev. R u ~ .  65-14, 1965-1 C.B. 236, an organizat ion formed to  promote the 
t o u r i s t  irru"ist,-; i n  its area and whose principal ac t iv i ty  %as the  
publ ica t ion  of ;, year book consisting of paid adveitfsmertk fnr its members 
was denied exemption under section 501(c)C6). The publication of 
adver t i s ing  vatken: conta ln i rg  l i s t i n g s  of the names of individual  mcmbers 
const i tu ted  advertising for t h e  individuals so advertised and was thus 
considereci . the 5erfonnance of p a r t i c u l a r  se rv ices  f o r  such individuals 
r a t h e r  than kse Ir;rprovment o f  general business condit ions.  



Or? the b a s i s  of evidence prese:;~itt:d, your organiza t ion  does not meet t h e  
reaui reme~~t .  t h a t  an organiza t ion  rnust serve t o  improve business  condi t ions  
in a ?,f :.:.., of  business .  By advle.rtl.sing the sertlices connected with a 
part icua '.r brsnd G" ?:*duct, your .~ rgan iza t ion ' s  a c t i v i t i e s  a r e  d i r ec t ed  t o  
improvirg cond i t i ons  .rn ~ n l y  i? segment of a l i n e  o f  business .  The Supreme 
C o w t  has affimed i n  the case c i t e d  above t h a t  i a x  exemption is not 
avai lable  t o  a i d  one group i n  competiticn with another  wi th in  ao i ndus t ry ,  
as  f o r  euample, the t ransmission irldustry.  Thus you do not  meet the l i n e  o f  
bus ines s  test. 

I n  adc4)i:ion, your organiza t ion  i s  engaged i n  a d v e r t i s i r g  for the benef i t  of 
your mtl.:iers. In so d n i q .  it is performing p a r t i c u l a r  services fox members 
i n  an a c t i v i t y  similar to that described in P?v. Ruls. 64-315 and 65i4. 
Such advertisl .ng i s  a service members would ot:erwise have t o  p e r f o m  f o r  
themselves. An organization which perfoms particular services f o r  its 
members is not a n  organization described i n  s e c t i o n  5@1(c)(6). For these 
reasons we hold t h a t  your organization does not qual i fy  for exemption under 
5U%(c)(6). AccordiqPy,  you must f i l e  Federal income tax returr~s on F ~ r m  
1120. 

If you do not agree with the Beterminztion, yo t~  may request a Conference 
with t h e  Regicrral W i ~ c t o r  of' %\peals by p r o t e s t i n g  i n  accordance with t h e  
enclosed instructions within 30 days. 

P r o t e s t s  submitted which do not con ta in  a l l  the d o c u ~ e n t a t i o n  stated i n  the 
fnstructions w i l l  be returned for completions. 

SincereLy yours, 

District Director 

: Publicat ion 892 


